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NOTICE  OF  CONFIDENTOffi.lWRlGHTS:  A  NATURAL  PERSON  MAY  REMOVE  OR 
STRIKE  ANY  OR  ALL  OF  THE  FOLLOWING  INFORMATION  BEFORE  IT  IS  FILED 

Sr!i££VS££S3S.  your  soc,al  security  number  or  your 

XTO  REV  PROD  88  (7-69)  PAID  UP  (04/17/07)6 

OIL,  GAS  AND  MINERAL  LEASE 

hn^^^Tr1^6^5,  1  k    day°f  O^fo**  C  ,  2008,  between  Eric  T.  Armstrong  and  Michelle  A.  Armstrong, 

husband  and  wife,  Lessor  (whether  one  or  more),  whose  address  is:  8700  Canyon  Crest  Road,  Fort  Worth,  Texas  76179  and  XTO  Energy 
Inc.,  whose  address  is:  810  Houston  St,  Fort  Worth,  Texas  76102,  Lessee,  WITNESSETH 

1 .  Lessor  in  consideration  of  ten  dollars  and  other  valuable  consideration,  receipt  of  which  is  herebv  acknowledaed  and  of  thP  rnv/pnant«  anH 

ttose mlJffieri? fth^r  SRnT'SS  ?"dm°Rf  rat,n9  fcr.  Producing  and  owning  oil,  gas,  sulphur  and  all  other  minerals  (wheSeTor  not  Marto 
loned),  together  wrthlhe  right  to  make  surveys  on  said  land,  lay  ptoe  nes,  estabsh  and  utilize  facilities  for  surface  or  subsurfa^ 
isCSliSiSali2Ser' COnslruct  #«T,ds,and  bri,d9es-  di9  <=ana's.  build  tanks,  power  stations,  telephone  fines "emriowS^^ 
onsaid  land  necessary  or  useful  in  Lessee's  operafions  in  exploring,  drilling  for,  producing,  treating,  storing  and  transporting  n^n^  oraduoid 

Being  0.433  acres,  more  or  less,  out  of  the  DempseyC.  Pace  Survey,  Abstract  Number  1245  and  belna  Lot  15  Block  14  L air* 
*££S$5^^J&  ^V**""*  C?un>  Texas,  accordiTg to ^thfpiatrecord^  i ?Vollme  388-7^  pt£e 
Lien ldaM%?uJt IP^Hian       ^uS&Zfu^nSSiSSPf8  "I?re  Particularly  described  in  a  Warranty  Deed  with  Vendors 

Volume  144859Paae  ^iodJS  r2Sh?  T^TrL*0^"?  T"  Arms50n9  a"d  Michelle  A.  Armstrong,  recorded  thereof  in 
ffywlysl^a^  C°Unty'  TeXas'  and  amendm«n^  thereof  including  streets,  easements,  and 

SEE  ADDENDUM  FOR  ADDITIONAL  PROVISIONS 
This  is  a  non-developmental  Oil  &  Gas  Lease,  whereby  Lessee,  its  successors  or  asslans  shall  not  eondurt  anv 

!2J2lc2iS*  t  J3  preSrencf       of  acquisition.  Lessor  agrees  to  execute  any  supplemental  instrument  requested  bv  Lessee  for  a 

tethelrue^  more  %les?>  a^the  above        ^  aoease  inlny  tract  shall  be  deSnedto 

oe  me  irue  acreage  tnereof.  Lessor  accepts  the  bonus  as  lump  sum  consideration  for  this  lease  and  all  rights  and  options  hereunder. 

n"  ^'f^j^'F  ^N*80,  Pr  ,9n9gr  keRf  In  force  under  other  provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of 

to  bear_W4_ of  the  cost  of  traffinod  to  render  it  marketable  pipe  line  oft;  (b  To  pay  Lessor  on  gas  and  casinqheadoas  produced  from said  land 
ill^SS,  *y  tf53!!^  °$e  a^^nt  realized  by  Lessee,  computed  at  the  mouth  of  the  ^1  0^2)  SuSfby  CeSeSfSd  tend  oHn 
iSISSfS^ff  *  9ascfcor  c*her  products,  the  market  value,  at  the  mouth  of  the  well,  of  1/4  of  such  Si  and  cashSSdqa?  (c)To  oav 
Lessor  on  all  other  minerals  mined  and  marketed  or  uti  zed  bv  Lessee  fmm  Miri  land  r^inth-aiFSr  ^L^l^h^^.^^Z^'ly^^ 


I  ~n~oZ~z  ar™1;"'  «        Y^^^^MM,  vie  nickel  vuiuts,  ai  ute  rnouin  or  me  weri,  or  14     orsucn  gas  and  casnahead  aas*  (c\  To  oav 

l££Zf^£jSK  mineralmined.  ^marketed  or  utilized  by  Lessee  from  said  land  one^enttfeimeV  in  MarWal^wO 
election,  except  that  on  sulphur  mined  and  marketed  the  royalty  sha  be  one  dollar  $1 .00)  per  lonq  ton  If  at  the  eriratontf  the SaWteWr 

SLESStoS'S.  ^iSffc81*  P"  sucn  ^lls  a,re  shut-in  this  lease  shall,  nevertheless,  continue  in  force  as  though  operations  were  b^nq 
™  ^ land  for  80  on9  as  98,6      s  91s  snut-in-  and  thereafter  this  lease  may  be  continued  in  force  as  rf  no >  shiSnl rradoS™r 
h^f^SS?^  usf  reasonab  to  dBflence '  tojxoduce,  utilize,  or  market  the  minerals  capable  ofMng Tp^uced  from TsaidS' 

Klirtg  leSc?  ^r?lSS  L^hJM^f  ^fZJ^  fadlf 65  26* than      faalities  aMin^leSe  Mies  of 

now  lines,  separator,  ana  lease  tank,  and  shall  not  be  required  to  settle  labor  troubte  or  to  market  qas  upon  terms  unacceDtabfe  to  Lessee  If  at 
any  time  or  times  after  the  expiration  of  the  Drimarv  term  all  R1  irh  umik  *»a  «h.  rfJn  fT^L  '  lT^i_^eJl0^':®s?e?L:  IL8} 


any  time  or  times  after  the  expiration  of  the 
there  are  no  operations  on  said  land,  then  „t  ^ 

Le^ee,  as  royalty,  a  sum  equal  to  one  dollar  ($1  .w;  iui  wu  i  aure  oi  iar»a  men  cover ea  nereov.  Lessee  snail  make  like  navments  or  tenders  at  nr 
before  the  end  of each  anniversary  of  the  expiration  of  said  ninety  day  period  if  upon  such  annwersarySiis  lease bdmcS^u^n^lt^ 
^.^ofthe  p^sions  of  thteparagr^.  Each  such  payment  o>  tender  shall be ^ad£  tom^Sl  S?  5  be 
ent  tied  to  recave  the  royalties  which  would  be  paid  under  this  lease  if  the  wells  were  producing  anclmav  be  deposited r i  sucnbank^ asserted 
^iftSL0^!8^^'  W  "OT*108  as  the  depositories,  regardless  ofJchSngeWfilc^^ 

^SJ^?S^fS^S£^  aSS'iIS * ^W^8  ar\or^im  to ^  same.  Lessee mayTheu  of. a^oSer 

metnoa  ot  Payment  herein  provided,  pay  or  tender  such  shut-in  royalty,  in  the  manner  above  specified  either  iointlv  to  such  barties  or  senaratdv 
°each  in  accordance  wrth  tfie.r  respective  ownersNps  thereof,  aslessee  may  elect.  Any  paym^hl^^ 
Lf^deposrted  .nthe  mah or  defivered  to  the  party  entitled  to  receive  payment  or  to  a  deposUory  bankpSaaK 
^I°^>^-^^ ^n^''  im^l  lBW9  Wto  release as^ovided  in  paragraph  5  hereof.  \nSM^JSSSmSM£SSSi 
wWe  or  in  part,  liability  for  payment  hereunder  shall  rest  exclusively  on  the  then  owner  or  owners  of  this  lease,  sweralyas fteaoSage owned  by 

andt^Sh^Jh^rSnS^1^  feopfon-  topo?1  °L^}^  an^ land  bV      lease  W*0  anV  other  land  covered  by  this  lease 

7™  anv  other  land,  lease,  or  leases,  as  to  any  or  ail  minerals  or  horizons,  so  as  to  estabfish  units  containing  not  more  thani BO surface  ao-es 
plus  1 0%  acreage  tolerance;  provided  however,  unifs  may  be  established  as  to  any  one  or  more  f^^oVSstmq  unrts  may  be  eXoeifas& 

UiS3^ SUS2MSKiS!f:(Slqild  ^"^^s  (condensate  which  are  not  liquid  in  the  subsurface  reservoir,  (3)  minerals  5SS& 
ttmS  ^M^!$SSXSSSSJnS^SS&  a9^&vlH?  Jurisdi(=«on.  If  larger  units  than  any  of  those  herein  permitted,  eWatthe 
I^iffKf^L0^  aner  enlargement  are  permitted  or  required  under  any  Governmental  rde  or  order,  for  the  drilling  or  coeration  of  a  well  at  a 
^u!^Sfatl0,2vPr  fo/  obtaning  maximum  allowable  from  any  well  to  be  drifted,  drilling,  or  already  dril  ed  anv  such  unit  estabJ^hed  r? 

S  lv^n^ni^J^9^  p^itted  °lreVr<%  &       governmental  ordeV  or  rile.  Le£S3Uh KSSHSldSS 
thi^Sf1^  Hf?^109  suSh  VJ*  andJ"in9  »  for  recordin  the  public  office  in  which  this  lease  is  recorded.  S?^  urtt  shaH  bSime 
^£^«Jte>$S»  ,n  !?-idlnstrumfnt  ^  'nstruments  but  if  said  instrument  or  instruments  make  no  such  p^sion  then  suchnSrt 

tiS  ^^?^Syft^i^dlatiSU?h  inst-njm!nt  or  in!^ents  are  so  filed  of  record.  Each  of  said  options  may  be  exercised  by  Lesseea  any 
time  and  from  time  to  time  while  this  ease  is  in  force,  and  whether  before  or  after  operations  or  production  has  been  estebHshed  eithe7T»n  458 

tor  an  purposes  of  trjs  lease  even  though  there  may  be  mineral  royalty,  or  easehdd  nterests  in  lands  within  the  unit  which  are  not  effortiS 
P<^  orun.bzed.  Any  operations  conducted  on  any  part  of  audi Tunfczed  land  shall  bec^sia^^ 

mi^SL  fa^thf  Sr^«£  ^JIJe^nit  lf  th,s  'ease  covers  separate  tracts  within  the  unit  that  proportion  of  the  total  production  of  unftized 
T^f.  iES^  uni.  ^ deducting  any  used  in  lease  or  unit  operations,  which  the  number  of  surface  acres  in  such Tand  (or  in  each  such 
separate  tract)  covered  by  this  lease  within  the  unit  bears  to  the  total  number  of  surface  acres  in  the  unit  and  the  production so  albratedshall  S 
^ft^!?  a"  Purposes,  induing  payment  or  delivery  of  royalty,  overriding  royalty  and  any  omer  paymen^^ 

ffiS1^^*26^ m,nera's  fr^?1?  and  to  which  allocated^  the  same  manner  as  thougK  pVodT^herefrom  urS&XteSws  of  tnis  iSse 
sTSin^b^l^rw?^  Sa^if°lL7  l^V0^  «;i"ineralestate  agrees  that  the  accrual  of  rcya^  pursuant  to  thta^ra^Tof 

which Indudella^rnrt  r^LSh6  i£i&!  l^fe^i^^fF1  22*^  pr^J?n  <*  oil  or  gas.  The  formation  of  anymitT^under 
r  SI Inciuaes  lano  not  covered  by  this  lease  shall  not  have  the  effect  of  exchanging  or  transferring  anv  nterest  under  this  lease  findudina  withm  it 
lirmteton,  any  shUnn  royalty  which  may  become  payable  under  this  lease)  between  parties Owning  in  I  and  covered  feTtrS^seand 

own.ng.nterests  n  land  not  covered  by  this  lease.  Neither  shall  it  impair  the  right  of  Lessee  to  ^i^Z%^g^ff^of 
^SSS^StoSSL'S^  SSS  %  ^■SS-Sfii1  W"f  ^  thereTre  operltions  thereon  for  unitized  mWa^r^eSaffl^S 
^S^IS  ShL lS^!5S^S  u^  M- any  t"ILtwh'le  tnils  IS888 's  Ln  ^2®  Lessee  may  dissolve  any  unit  estaWished  hereuncferby  filing  for 
record  in  the  public  office  where  this  lease  is  recorded  a  declaration  to  that  effect,  if  at  that  time  there  is  no  unitized  minerals  being  produced  from 


?/!  f°H?tu  may  ^  amended.-  ra-fonT"^-  reduced  or  enlarged  by  Lessee  at  its  election  at  any  time  and  from  time  to  time  after  the 
onginal  forming  thereof  by  filing  an  appropriate  instrument  of  record  in  the  public  office  in  which  the  pooled  acreaqe  is  located  Subject  to  the 
provisions  of  this  paragraph  4,  a  unit  once  established  hereunder  shall  remain  in  force  so  long  as  any  lease  subject  thereto  shall  remain  in  force  If 
this  lease  now  or  hereafter  covers  separate  tracts,  no  pooling  or  unitization  of  royalty  interests  as  between  any  such  separate  tracts  is  intended 
or  shall  be  implied  or  result  merely  from  the  inclusion  of  such  separate  tracts  within  this  lease  but  Lessee  shall  nevertheless  have  the  riqht  to 
pool  or  unitize  as  provided  in  this  paragraph  4  with  consequent  allocation  of  production  as  herein  provided.  As  used  in  this  paraqraph  I,  the 

fWrat?Jract  mean  anv  *act  wth  r°yally  ownership  differing,  now  or  hereafter,  either  as  to  parties  or  amounts,  from  that  aslo  any  other 
part  or  the  leased  premises. 

5.  Lessee  may  at  any  time  and  from  time  to  time  execute  and  deliver  to  Lessor  or  file  for  record  a  release  or  releases  of  this  lease  as  to  any 
part  or  all  of  said  land  or  of  any  mineral  or  horizon  thereunder,  and  thereby  be  relieved  of  all  obligations,  as  to  the  released  acreage  or  interest 

6.  Whenever  used  in  this  lease  the  word  "operations"  shall  mean  operations  for  and/or  any  of  the  following:  preparing  the  drillsite  location 
and/or  access  road,  drtlirw,  testing,  completing,  reworking,  recompleting,  deepening,  sidetracking,  plugging  back  or  repairing  of  a  well  in  search 
tor  on n  an  endeavor  to  obtain  production  of  oil;  gas,  sulphur  or  other  minerals,  excavating  a  mine,  production  of  oil,  gas,  sulphur  or  other  mineral 
whether  or  not  in  paying  quantities. 

7  Lessee  shall  have  the  use,  free  from  royalty,  of  water,  other  than  from  Lessor's  water  wells,  and  of  oil  and  gas  produced  from  said  land  in  all 
operations  hereunder  Lessee  shall  have  the  right  at  any  time  to  remove  all  machinery  and  fixtures  placed  on  salel  land,  including  the  riqht  to  draw 
and  remove  casing.  No  well  shall  be  dnlled  nearer  than  200  feet  to  the  house  or  bam  now  on  said  land  without  the  consent  of  the  Lessor  Lessee 
shall  pay  for  damages  caused  by  its  operations  to  growing  crops  and  timber  on  said  land. 

8.  The  rightsand  estate  of  any  party  hereto  may  be  assigned  from  time  to  time  in  whole  or  in  part  and  as  to  any  mineral  or  horizon.  All  of  the 
covenants,  obligations,  and  considerations  of  this  lease  shalfextend  to  and  be  binding  upon  the  parties  hereto,  their  heirs,  successors,  assigns, 


change  or  division  in  the  ownership  of  said  land  or  of  the  royalties,  or  other  moneys,  or  the  right  to  receive  the  same,  howsoever  effected  shall 
be  binding  upon  the  then  record  owner  of  this  lease  until  sixty  (60)  days  after  there  has  been  furnished  to  such  record  owner  at  his  or  its  principal 
p^2r  busJness  by  Lessor  or  Lessor's  heirs,  successors,  or  assigns,  notice  of  such  change  or  division,  supported  by  either  originals  or  duly 
certrrjed  copies  of  the  instruments  which  have  been  properly  filed  for  record  and  which  evidence  such  change  or  division,  and  of  such  court 
records  and  proceedings,  transcripts,  or  other  documents  as  shall  be  necessary  in  the  opinion  of  such  reconf owner  to  establish  the  validity  of 
such  change  or  division.  If  any  such  change  in  ownership  occurs  by  reason  of  the  death  of  the  owner,  Lessee  may,  nevertheless  pay  or  tender 
such  royalties,  or  other  moneys,  or  part  thereof,  to  the  credit  of  the  decedent  in  a  depository  bank  provided  for  above. 

9.  In  the  event  Lessor  considers  that  Lessee  has  not  complied  with  all  its  obligations  hereunder,  both  express  and  implied,  Lessor  shall  notify 
Lessee  in  v^irra  setting  put  specifically  in  what  respects  Lessee  has  breached  this  contract.  Lessee  shall  then  have  sixty  (60)  days  after  receipt 
of  sad  nobce  wflhin  which  to  meet  or  commence  to  meet  all  or  any  part  of  the  breaches  alleged  by  Lessor.  The  service  of  said  notice  shall  be 
precedent  to  the  bringing  of  any  action  by  Lessor  on  said  lease  for  any  cause,  and  no  such  action  shall  be  brought  until  the  lapse  of  sixty  (60)  days 
after  service  of  such  notice  on  Lessee.  Neither  the  service  of  said  notice  nor  the  doing  of  any  acts  by  Lessee  aimed  to  meet  all  or  any  of  the 
aBeged  breaches  shall  be  deemed  an  admission  or  presumption  that  Lessee  has  failed  to  perform  all  its  obligations  hereunder.  If  this  lease  is 
S?110*^  I01"  any,?31^. rt  sha"  nevertheless  remain  in  force  and  effect  as  to  (1 )  sufficient  acreage  around  each  well  as  to  which  there  are  operations 
to  constitute  a  drilling  or  maximum  allowable  unit  under  applicable  governmental  regulations,  ftut  in  no  event  less  that  forty  acres),  such  acreaqe 
to  be  designated  by  Lessee  as  nearly  as  practicable  in  the  form  of  a  square  centered  at  the  weH,  or  in  such  shape  as  then  existing  spacing  rules 
require;  and  (2)  any  part  of  said  land  included  in  a  pooled  unit  on  which  there  are  operations.  Lessee  shall  also  have  such  easements  on  said  land 
as  are  necessary  to  operations  on  the  acreage  so  retained  and  shall  not  be  required  to  move  or  remove  any  existing  surface  facilities  necessary 
or  convenient  for  current  operations.  * 

.  t  !2*  tessor  tereby  warrants  and  agrees  to  defend  title  to  said  land  against  the  claims  of  all  persons  whomsoever.  Lessor's  rights  and 
interests  hereunder  shall  be  charged  pnmanly  with  any  mortgages,  taxes  or  other  liens,  or  interest  and  other  charges  on  said  land,  but  Lessor 
^S^JSf  lLef!eeihal1  Qave  the  right  at  any  time  to  pay  or  reduce  same  for  Lessor,  either  before  or  after  maturity,  and  be  subrogated  to  the 
nghte  of  the  holder  thereof  and  to  deduct  amounts  so  paid  from  royalties  or  other  payments  payable  or  which  may  become  payabfe  to  Lessor 
and/or  assigns  under  this  lease.  If  this  lease  covers  a  less  interest  in  the  oil,  gas,  sulphur,  or  other  minerals  in  all  or  any  part  of  said  land  than  the 
entire  and  undivided  fee  simple  estate  (whether  Lessor's  interest  is  herein  specified  or  not),  or  no  interest  therein,  then  the  royalties  and  other 
moneys  accruing  from  any  part  as  to  which  this  lease  covers  less  than  such  full  interest,  shall  be  paid  only  in  the  proportion  which  the  interest 
therein,  if  any^  covered  by  tNslease,  bears  to  the  whole  and  undivided  fee  simple  estate  therein.  All  royalty  interest  covered  by  this  lease  (whether 
or  not  owned  by  Lessor)  shall  be  paid  out  of  the  royalty  herein  provided.  This  lease  shall  be  binding  upon  each  party  who  executes  it  without 
regard  to  whether  rt  is  executed  by  all  those  named  herein  as  Lessor. 

11.  If,  while  this  lease  is  in  force,  at,  or  after  the  expiration  of  the  primary  term  hereof,  it  is  not  being  continued  in  force  by  reason  of  the  shut-in 
well  provisions  pf  paragraph  3  hereof,  and  Lessee  is  not  conducting  operations  on  said  land  by  reason  of  (1 )  any  law,  order,  rule  or  regulation, 
(whether  or  not  subsequently  determined  to  be  invalid)  or  (2)  any  other  cause,  whether  similar  or  dissimilar,  (except  financial)  beyond  the 
reasonable  control  of  Lessee,  the  pnmary  term  hereof  shall  be  extended  until  the  first  anniversary  date  hereof  occurring  ninety  (90)  or  more 
days  following  the  removal  of  such  delaying  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  if  such  delay  had  not  occurred. 

12  Lessor  agrees  that  this  lease  covers  and  includes  any  and  all  of  Lessor's  rights  in  and  to  any  existing  well(s)  and/or  wellborefs)  on  safcf 
tend,  other  than  existing  water  wells,  and  for  all  purposes  of  this  lease  the  re-entry  and  use  by  Lessee  of  any  existing  well  and/or  wellbore  shall  be 
deemed  the  same  as  the  drilling  of  a  new  well. 

13.  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
giving  notice  to  Lessor,  a  well  which  has  been  drilled  and  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of  producinq  in  paying 
quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed. 

14.  As  a  resurt  of  land  development  in  the  vicinity  of  said  land,  governmental  rules  or  ordinances  regarding  well  sites,  and/or  surface 
restrictions  as  may  be  set  forth  in  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the  vicinity  may  be  limited 
and  Lessee  may  encounter  difficulty  securing  surface  location(s)  for  drilling,  reworking  or  other  operations.  Therefore,  since  drilling, 
reworking  or  other  operations  are  either  restricted  or  not  allowed  on  said  land  or  otherleases  in  the  vicinity,  it  is  agreed  that  any  such 
operations  conducted  at  a  surface  location  off  of  said  land  or  off  of  lands  with  which  said  land  are  pooled  in  accordance  with  this  lease 
provided  that  such  operations  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  reworking,  producing  or  other  operations 
under  said  land  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  be  deemed  operations  conducted  on  said  land  Nothing 
contained  in  this  paragraph  is  intended  to  modify  any  surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this  lease, 
except  as  expressly  stated. 

I N  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 


LESSOR/S) 


BY:  ERIC  T.  ARMSTRONG 
STATE  OF       Texas  } 


BY:  MICHELLE  A.  ARMSTRONG 


}  ss.  (ACKNOWLEDGMENT  FOR  INDIVIDUAL) 

COUNTY  OF  Tarrant_  }  ^  j. 

This  instrument  was  acknowledged  before  me  on  the  'Q  day  of  (Ir^JDK**  C  .  2008  by  Eric  T.  Armstrong  and  Michelle  A. 
Armstrong,  husband  and  wife. 


BRUCE  A.  SNYDER 
Noiary  Public  State  of  Texas 
My  Commission  Expires 
Seplemoer  25,  201 1 


Signature . 


Printed 


— Notary  P; 


A  _ 


ADDENDUM 

£SS£S.D™/ND  MADE  A  PART  0F  ™AT  CERTAIN       GAS  AND  MINERAL  LEASE  DATED  \bOcfa\>*r  2008 

5IT£SS2cE5Ki£!5!lSTROHG  AND  MICHELLE  A-  Armstrong,  husband  and  wife,  as  lessor,  and  xto  energy  inc  ' 
^S^SSn^t ACRES  °F  ^  M°RE  °R  LESS'  °UT  0F  ™E  DEMPSY  c  PACE  S"RVEY' A^  A.12J5  Tn 

^TnSSSi  ™SA 2SgSaai8^^  ANY  PROV,s,ONS  T0  THE  C0"TRARy        ,N  THE 

15.  Minerals  Covered.  Notwithstanding  any  other  provision  hereof,  this  lease  covers  only  oil  and  gas.  The  term  "oil  and 
gas  means  oil,  gas,  and  other  liquid  and  gaseous  hydrocarbons  and  their  constituent  elements  produced  throuqh  a 
well  bore. 

16.  Gas  Royalty.  Lessor's  royalty  shall  be  calculated  free  and  clear  of  costs  and  expenses  for  exploration  drilling 
development  and  production,  including,  but  not  limited  to,  dehydration,  storage,  compression  separation  by 
mechanical  means  and  product  stabilization,  incurred  prior  to  the  oil,  gas  and  other  mineral  production  leaving  the 
leased  premises  or  prior  to  delivery  into  a  pipeline  or  gathering  system,  whichever  occurs  first;  provided  however  (a) 
Lessee  shall  have  free  use  of  produced  oil  and  gas  for  operations  conducted  on  the  leased  premises  or  lands  pooled 
therewith,  and  the  royalties  on  oil  and  gas  herein  provided  shall  be  computed  after  deducting  any  so  used  and  (b) 
Lessor  s  royalty  shall  bear  its  proportionate  share  of  all  ad  valorem  taxes  and  production,  severance  and  other  taxes 
and  the  actual,  reasonable  costs  (including  compression  and  related  fuel  charges)  paid  to  or  deducted  by  an 
unaffihated  third  party  to  transport,  compress,  stabilize,  process  or  treat  the  oil,  gas  and  other  mineral  production  off  the 
leased  premises  in  order  to  make  the  oil,  gas  and  other  mineral  production  saleable,  increase  its  value  or  in  order  to  qet 
the  oil,  gas  and  other  mineral  production  to  a  market 

17.  Shut-in  Royalty.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities  but 
such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has 
been  dnlled  but  not  traced  shall  be  deemed  capable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90) 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall 
pay  shut-in  royalty  of  twenty  five  dollars  ($25.00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said  90  - 
day  penod  and  thereafter  on  or  before  each  anniversary  of  the  end  of  said  90  -day  period  while  the  well  or  wells  are 
shut-in  or  production  therefrom  is  not  being  sold  by  Lessee;  provided,  however,  that  if  this  Lease  is  otherwise  being 
maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or 
lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of 
such  operations  or  production.  Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  and  agreed 
that  after  the  expiration  of  the  primary  term,  Lessee  shall  not  have  the  right  to  continue  this  Lease  in  force  by  payment 
of  shut-in  royalty  for  more  than  one  single  period  of  up  to  two  (2)  consecutive  years. 

18.  No  Surface  Operations.  It  is  hereby  agreed  and  understood  that  there  shall  be  no  drilling  activities  on  the  surface  of 
the  leased  premises  without  the  prior  written  permission  from  the  surface  owner  of  the  applicable  portion  of  the  leased 
premises.  Notwithstanding  the  foregoing,  this  waiver  of  surface  shall  not  be  construed  as  a  waiver  of  the  rights  of 
Lessee  to  utilize  the  subsurface  of  the  leased  premises  under  this  lease,  and  Lessee  shall  have  the  right  to  exploit 
explore  for,  develop  and  produce  oil,  gas  and  other  covered  minerals  under  this  lease  from  wells  from  surface  locations 
off  the  leased  premises,  including,  but  not  limited  to,  directional  or  horizontal  drilling  activity  which  comes  under  the 
surface  of  the  leased  premises.  This  drilling  surface  waiver  does  not  apply  to  any  surface  rights  associated  with 
instruments  other  than  this  lease. 

19.  Vertical  Pugh.  Upon  the  expiration  of  the  primary  term  of  this  Lease,  upon  the  expiration  of  any  extension  or  renewal  of 
the  pnmary  term,  or  after  cessation  of  operations  as  provided  herein,  whichever  occurs  last,  this  Lease  shall  terminate 
as  to  all  nghts  lying  below  one  hundred  feet  (100')  below  the  stratigraphic  equivalent  of  the  deepest  formation  drilled. 

20.  No  Warranties.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  Land.  By  acceptance  of  this  Lease 
Lessee  acknowledges  that  it  has  been  given  every  opportunity  to  investigate  and  has  conducted  sufficient  investigation 
to  satisfy  itself  as  to  the  title  to  the  Land,  and  Lessee  assumes  all  risk  of  title  failures.  All  warranties  that  might  arise  by 
common  law  or  by  statute,  including  but  not  limited  to  Section  5.023  of  the  Texas  Property  Code  (or  its  successors)  are 
excluded.  If  Lessor  owns  an  interest  in  the  Land  less  than  the  entire  fee  simple  estate,  then  the  royalties  (including 
shut-in  royalties)  payable  hereunder  will  be  reduced  proportionately.  All  royalty  interest  covered  by  this  lease  (whether 
or  not  owned  by  Lessor)  shall  be  paid  out  of  the  royalty  herein  provided.  Lessor  will  use  all  its  reasonable  efforts  to 
assist  Lessee  to  subordinate  any  rights  of  a  mortgage  holder  to  perfect  the  Lessee's  rights  under  this  lease;  provided 
however,  any  necessary  subordination  shall  be  obtained  by  Lessee  at  Lessee's  sole  expense.  In  the  event  Lessee  is 
unable  to  obtain  a  subordination  agreement,  Lessee,  at  its  option,  may  discharge  any  tax,  mortgage,  or  other  lien  or 
interest  and  other  charges  on  the  Land  superior  to  this  Lease,  and  in  the  event  Lessee  does  so,  Lessee  will  have  the 
option  of  applying  the  royalties  accruing  to  Lessor  toward  payment  of  same  and  Lessee  shall  be  subrogated  to  the 
rights  of  the  holder  thereof. 


Executed  on  the  date  first  written  above. 
Lessor; 
By? 


jssor; 

ERIC  T.  ARMSTRONG  ^ — " 


